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Question 1            Total 23 Marks 
Suggested time allocation: 41.4 Minutes 
 
The bank portion of the bank reconciliation for Lord Limited as at 31 March 2018 was as follows. 
 Lord Limited 
Bank Reconciliation 
As at 31 March 2018 
  
    
Cash Balance per bank   $ 12,444.70 
Add: Outstanding deposits   1,530.20 
   13,974.90 
    
Less: Un-presented Cheques    
    
Cheque number  Cheque Amount  
2451  $1,260.40  
2470  720.10  
2471  844.50  
2472  503.60  
2474  1,050.00 4,378.60 
Adjusted cash balance per bank   $ 9,596.30 
 
The adjusted cash balance per bank agreed with the cash balance per books as at 31 March 2018.  
The April 2018 bank statement showed the following cheques and deposits: 
                             Bank Statement    
 Cheques   Deposits  
Date Cheques number Amount $  Date Amount $ 
1/4 2470     720.10  1/4   1,530.20 
2/4 2471 844.50  4/4 1,211.60 
5/4 2474 1,050.00  8/4 990.10 
4/4 2475 1,640.70  13/4 2,575.00 
8/4 2476 2,830.00  18/4 1,472.70 
10/4 2477 600.00  21/4 2,945.00 
15/4 2479 1,750.00  25/4 2,567.30 
18/4 2480 1,330.00  28/4 1,650.00 
27/4 2481 695.40  30/4 1,186.00 
30/4 2483 575.50  Total 16,127.90 
29/4 2486 900.00    
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The records per books for April 2018 showed the following. 
  Cash Payment Journal     Cash Receipt Journal  
Date Cheque 
number 
Amount Date Cheque 
number 
Amount $  Date Amount $ 
1/4 2475 $1,640.70 20/4 2483   575.50  3/4  1,211.60 
2/4 2476 2,830.00 22/4 2484 829.50  7/4 990.10 
2/4 2477 600.00 23/4 2485 974.80  12/4 2,575.00 
4/4 2478 538.20 24/4 2486 900.00  17/4 1,472.70 
8/4 2479 1,570.00 29/4 2487 398.00  20/4 2,954.00 
10/4 2480 1,330.00 30/4 2488 1,200.00  24/4 2,567.30 
15/4 2481 695.40  Total  14,694.10  27/4 1,650.00 
18/4 2482 612.00     29/4 1,186.00 
       30/4 1,338.00 
       Total 15,944.70 
 
The bank statement contained the following direct debits/credits: 
(i) A credit of $1,505.00 for the collection of a $1,400 note for Lord Limited plus interest of $120 and less a 
collection fee for $15. Lord Limited has not accrued any interest on the note. 
(ii) A debt for printing of additional company cheques $72.00. 
As at 30 April, the cash balance per books was $10,846.90, and the cash balance per the bank statement was 
$17,069.40. The Bank did not make any errors; two errors were made in Lord Limited. 
 
Required: 
(a) Prepare bank reconciliation as at 30 April 2018.       (Marks: 15) 
 
(b) Prepare adjusting entries based on the reconciliation. (Hint: The correction of any errors pertaining to 
recording cheques should be made to Accounts Payable. The correction of any errors relating to recording 
cash receipts should be made to Accounts Receivables).                         (Marks: 8) 
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Question 2           Total: 29 Marks 
Suggested time allocation: 52.2 Minutes 
resented below is the statement of financial position for Wattleup Ltd as at 31 December 2018. 
Wattleup Ltd 
Statement of Financial Position 
As at 31 December 2018 
   2018      2017   
 Assets  $  $ 
Cash           (16,700)            74,600 
Accounts Receivable 127,200  111,300 
Inventory  275,000  221,200 
Prepaid Expenses 22,800  23,000 
Land  238,000  199,000 
Building 639,000  339,000 
Accumulated Depreciation-Building (111,400)  (97,600) 
Equipment 361,200  331,200 
Accumulated Depreciation - Equipment (89,900)  (67,000) 
 1,445,200  1,134,700 
    
Liabilities and Shareholders’ Equity    
Accounts Payable  215,000  218,000 
Accrued Expense Payable 10,500  14,000 
Income Tax Payable 26,000  24,000 
Bond Payable 540,000  350,000 
Share Capital 502,100  388,100 
Retained Earnings 151,600  140,600 
 1,445,200  1,134,700 
Examination of the company’s income statement and general ledger accounts for the year ending 31 December 
2018 disclosed the following:  
1. Profit (after tax) was $80,000 
2. Net Sales for the period were $875 600; Cost of Sales amounted to $525,300; Other Expenses (excluding 
depreciation) amounted to $152,900 
3. Income tax expense for the year amounted to $115,700 
4. 30,000 shares were issued at $3.80 
5. Bonds of $100,000 were issued for cash 
6. An extension was added to the building at a cost of $300,000 cash 
7. In 2012, the company declared and paid $69,000 cash dividend 
8. Vacant land next to the company’s plant was purchased for $129,000 with payment consisting of $39,000 
cash and a bond payable for $90,000 
9. Land with a carrying amount of $90,000 was sold for $125,000 
10. Equipment costing $30,000 was purchased for cash. 
 
Required 
Prepare a statement of cash flows for Wattleup Ltd for the year ended 31 December 2018 using the direct 
method. 
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Question 3                      15 Marks 
Suggested time allocation: 27 Minutes 
At December 31, 2017, House Co. reported the following information on its balance sheet. 
   $ 
Accounts receivable 960,000 
Less: Allowance for doubtful accounts    80,000 
 
During 2018, the company had the following transactions related to receivables. 
                      $        
1. Sales on account 3,700,000 
2. Sales returns and allowances      50,000 
3. Collections of accounts receivable 2,810,000 
4. Write-offs of accounts receivable deemed uncollectible      90,000 
5. Recovery of bad debts previously written off as uncollectible      29,000 
 
Required:  
a) Prepare the journal entries to record each of these five transactions. Assume that no cash discounts were 
taken on the collections of accounts receivable.             (6 marks) 
 
b) Enter the January 1, 2018, balances in Accounts Receivable and Allowance for Doubtful Accounts, post 
the entries to the two accounts, and determine the balances.    (6 marks) 
i. Accounts receivable $1,710,000 
ii. Allowance for Doubtful Accounts $19,000                          
 
c) Prepare the journal entry to record bad debt expense for 2018, if an ageing of accounts receivable 
indicates that expected bad debts are $115,000.       (3 marks)  
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Question 4                                                                                                 Total: 23 Marks 
Suggested time allocation: 41.4 Minutes 
 
The comparative statements of Gong Limited are presented below. 
 Gong Limited 
Income Statement 






Net sales (all on account) 600,000 520,000 
Expenses:   
    Cost of sales 415,000 354,000 
    Selling and administrative  123,800 114,800 
    Interest Expense 7,800 6,000 
    Income tax expense 18,000 14,000 
          Total expenses 564,600 488,800 
Profit 35,400 31,200 
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 Gong Limited 
 Statement of Financial Position As at 30 June 
 
Assets 2018 2017 
Current assets: $ $ 
    Cash   21,000   18,000 
    Short-term investments 18,000 15,000 
    Accounts receivable (net) 92,000 74,000 
    Inventory 84,000 70,000 
        Total current assets 215,000 177,000 
Plant, Property and Equipment (net) 423,000 383,000 
Total assets $638,000 $560,000 
   
Liabilities and Shareholders’ Equity $ $ 
Current liabilities:   
   Accounts Payable  122,000  110,000 
   Income tax payable 23,000 20,000 
       Total current liabilities 145,000 130,000 
   
Non-current liabilities:   
   Bond Payable 120,000 80,000 
Total liabilities    265,000 210,000 
   
Shareholders’ equity:   
  Share capital 150,000 150,000 
  Retained earnings 223,000 200,000 
     Total Shareholders’ equity 373,000 350,000 
Total liabilities and shareholders’ 
equity 
 638,000  560,000 
 
Additional Data: 
The ordinary shares were issued at $5 per share. The ordinary shares recently sold at $19.50 per share. 
The year-end balance in the allowance for impaired receivables was $3,000 for 2018 and $2,400 for 2017. 
Required 
a) Calculate the following ratios for 2018.        (5 Marks) 
i. Current ratio = current assets / current liabilities 
ii. Return on ordinary shareholders equity = net income – preferred dividends / average common 
stockholders’ equity 
iii. Acid-test ratio = investments + accounts receivable (net) / current liabilities 
iv. Receivables turnover = net credit sales / average net accounts receivable 
v. Price earnings ratio = market price per share / earnings per share 
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vi. Profit margin = net income / net sales 
vii. Inventory turnover =  cost of sales / average inventory 
viii. Return on assets = net income / average total assets 
ix. Debt to total assets = total liabilities / total assets 
x. Times interest earned = net income + interest expense + income tax expense / interest expense 
 
b) Interpret the following:  
i. Liquidity position          (8 Marks) 
ii. Profitability position          (6 Marks) 
iii. Solvency position          (4 Marks) 
 
Question 5                                                                                                       10 Marks 
Suggested time allocation: 18 Minutes 
 Investment Guru provides investment advice to customers for fees. On 30 June 2018, it completed its first year 
of operations. Some of the ledger account balances of the business, before any year-end adjustments, are given 
below:                                        
 
Advertising Prepaid 
Investment Fees Revenue 
Rent Expense 




   1,200 
              350,000 
  17,280 
   12,240 
 113,800 
      6,840 
  
No adjusting entries have been made to these accounts at any time during the year. An analysis of the business 
records reveals: 
1. The balance in Advertising Prepaid represents the amount paid for an advertisement in an investment 
magazine for 1 year. The agreement with the publisher stipulates the same amount of space each month and 
covers the period 1 September 2017 to 31 August 2018. 
2. The firm’s lease in respect of the premises stipulates a rent of $1440 per month payable on the first day of 
each month, plus an annual amount equal to 0.5% of the annual fees earned. The extra rental is payable within 
15 days of the end of the reporting period. 
3. The computer database expense relates to an annual subscription to web-based data on the share market and 
other investments. The subscription was taken out on 1 August 2017. 
4. The wages are paid every Friday for a 5-day working week ending on the preceding Wednesday. In 2018, 30 
June falls on a Thursday and the wages for the week ended 6 July 2018 amount to $9000. No overtime was 
worked, and all employees worked the normal office hours during the 5-day week. 
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5. The Electricity Expense ledger balance does not include the amount for June 2018. The account was received 
during July and amounted to $1250. 
Required:  
Journalise the necessary adjusting entries in respect of: 
1. Advertising           (2 Marks) 
2. Firm’s lease          (2 Marks) 
3. Computer database         (2 Marks) 
4. Wages are paid          (2 Marks) 
5. Electricity expense ledger balance        (2 Marks) 
